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Budget Brief – School Building Programs 
 

NU M B ER  PEDBB-05-03

SUMMARY 
The Capital Outlay Foundation Program and Enrollment Growth Program provide revenues to school districts for 
outlay bonding, construction, facilities renovation, and other capital facilities needs.  School districts use the 
monies provided solely for school district capital projects and debt service purposes. 

For a school district to qualify for monies under the Capital Outlay Foundation Program a local school board must 
levy a tax rate of at least 0.002400 per dollar of taxable value for capital outlay and debt service. A school district 
levying less than the full 0.002400 tax rate receives proportional funding under the Capital Outlay Foundation 
Program based on the percentage of the 0.002400 tax rate levied by the district.  Capital Outlay Foundation 
monies are distributed to school districts on the basis of a minimum guarantee per average daily membership 
(ADM) using monies in the fund and the assessed valuation per ADM in each school district.  

In order to qualify for monies under the Enrollment Growth Program, a school district must be a recipient of 
monies distributed under the Capital Outlay Foundation Program and must have an average net increase in 
student enrollment over the prior three years.  School districts receive Enrollment Growth Program monies in the 
same proportion that the district’s three-year average net increased enrollment bears to the total three-year net 
increased enrollment of all the districts which qualify to receive funds under the Enrollment Growth Program. 

ISSUES 
For a number of years the Critical School Building Aid Program was funded at a level of $6,458,000.  With the 
implementation of the new Capital Equalization Program by the 1992 Legislature additional state funds (Uniform 
School Fund) have been appropriated under provisions of that law.  Senate Bill 1 enacted during the 1993 First 
Special Session called for a continuing commitment of increasing state dollars to both programs.  That statutory 
commitment reached $28,358,000 in on going funding in FY 1999.  The original FY 2002 appropriation included 
a $10,000,000 increase for a total of $38,358,000.  Because of revenue shortfalls, the 2002 Legislature reduced 
the appropriation to $28,358,000.  For FY 2004 and 2005 the Capital Outlay Foundation Program received 
$24,358,000 and the Enrollment Growth Program received $2,930,900 for a total of $27,288,900 from the 
Uniform School Fund.  Historical funding is indicated in the table and graph.   
 

School Building Funding History 
Twenty Nine Years 

Year Funding Year Funding 
1977 $2,198,300  1992 $6,458,000 
1978 12,400,600  1993 8,458,000 
1979 11,700,000  1994 8,958,000 
1980 13,200,000  1995 21,416,000 
1981 17,655,800  1996 24,116,000 
1982 15,655,800  1997 26,358,000 
1983 15,000,000  1998 26,358,000 
1984 15,000,000  1999 30,858,000 
1985 12,000,000  2000 29,358,000 
1986 12,000,000  2001 28,358,000 
1987 10,500,000  2002 28,358,000 
1988 6,458,000  2003 28,358,000 
1989 6,458,000  2004 27,288,900 
1990 6,458,000  2005 27,288,900 
1991 6,458,000      
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At issue is whether to pursue the $10,000,000 increase that was not able to be appropriated in FY 2002 because of 
declining revenues.  The other issue that has been of discussion with the Legislature is the current formula for 
distribution of the funding and whether it should be changed.  There are a number of methodologies to devise a 
formula that would distribute funds on a different basis. 

LEGISLATIVE ACTION 
The Analyst recommends the approval of the base budget of $24,358,000 for the Capital Outlay Foundation 
program and $2,930,900 for the Enrollment Growth program for a total of  $27,288,900 for FY 2006. 

Many options exist for modifying the School Building Program.  The following lists many options the 
subcommittee may wish to consider in greater depth to determine the impact such options may have on school 
districts.   

1. Reward maximized building utilization by the districts.  Such a system may allocate funds in a manner 
that provides incentives for districts to maximize building utilization by factoring in usable square footage 
per pupil.  In such a system, districts employing year round use of schools would be rewarded for 
maximizing capital spending.  

2. Adopt building standards on new school construction and major school renovations funded with revenue 
from the Capital Outlay Program.  Standards such as cost per square foot requirements, use of certain 
building materials, school size, etc. may be used to increase efficiency and better utilize existing funds. 

3. Create a School Facilities Board that oversees school construction and maintenance.  Other states have 
instituted varied plans based on this model.  Arizona has such a board that oversees three programs – 
Deficiency Correction, assesses and defines minimum standards and ensures that all schools meet the 
minimum standard; New School Construction, Prescribes a minimum square foot allotment per student 
and school districts submit a capital plan each year.  The board evaluates the plans and awards schools to 
districts based on student growth need; Building Renewal, Provides funding for major renovations to 
buildings and systems.  Funds are distributed based on age, size, and replacement cost of the school.   

4. Adjust the program formula to reach a better balance of inputs vs. allocation effort.  By focusing on 
inputs, key factors may be left out that impact capital outlay needs.  On the input side the minimum tax 
levy required to qualify for full program funding may need to be adjusted.  Furthermore, the complete 
reliance on property value as a measure of wealth may ignore other wealth attributes that affect school 
quality.  Should the formula consider the total tax burden of district residents?  If the program were to 
factor in the amount of income tax paid by local residents, it may create a measure of local ability to pay 
that may suggest alterations to the formula.   

With program focus on minimal inputs some districts may have to create larger levies to manage growth while 
other districts can rely on Capital Outlay Foundation funds to cover gaps caused by lower levies.  Many smaller, 
rural districts have tax burdens that exceed the .0024 

The FY 2004 distributions of the Outlay Foundation Program and Enrollment Growth Programs are shown in the 
following tables. 
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